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‘ SBCTIOR U SOHAST OT FAR BAST TRENDB AND DSTBLdteitTS 

PImu to ivhAbilitAt* JapftB's aoonomy vllhln next fi-ve sfeart are 
beia(; hindered by poor ealea of ootton textllee (page S)* 

tepanese ttovenxne n t appearc to he adoptiiu; a stronger enti-Conaianlet 
polior (page 5). 

The Repnhlio of Korea appears to haes disposed of tiw first serious 
threat to ite authority eith the suppression of the T08U uprising (page 6)» 
Altltough an anaed lavaaion at South Korea by the Borth Korean Peop]^*B 
Anqr ia ia^uroibable as long as US taroops oooupy the area, oontinued threats 
of inuaploii may be expeoted to ODanate from Borth Korea as a means of 
enoouraging the svheersive aotivities of Sou-Ui Korean Cosamuniste (page T), 

The Rhee Oovermsnt may be faced with eoonosdo and politioal instability 
next spring due to tlie iqpparently deliberate cabotage of the grain oollMtion 
program by the Ministry of Agrioulture, a self-styled ‘’fomsr CeBBtunist*" 

(page 

In China CB^MC Kal-sbek apparently hat oouoeded Uanohuria to the 
Gonnnnista (page 8) and T« V« SOONQ is making plane to defend South China 
(page 8)« The leader of the Shanghai undereorld ie re'|M>rtedly making 
arrangements eith OoiimMnist representatives to faoilitato eventual tun- 
over of that eity (pufis 8)« P^lio pressxire may precipitate iisportaht 
. <dHtnges in the Ifational C o m ment, iioluding CHIAliC Kai-shek's departure 
(page 9)» vhile the Communiets continue to pueh their plane for a ooalition 
government (page 9)* The gold yuan ie collapsing as pressure mounts to 

!fn suoaoeUng" eeotions this V^kiy, following marginal 

notations are usedt 

(1) Double Asterisk (*•) —placed ^ begUming and end of 
informaticm based solely on ”8^ distribution" series. 

(2) Single Asteriak (•) —to flag item containing "S/^ 
distribution" series* 

(8) "A", "B", or "C" — is^rtanoe, in B^^'s opinion, of the 
Itsm, eith "A" representing the most importxmt ones* 
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UWUUtt (oooKUiMWd) 

tmlMx prle* ooBtvols (wRt iO) and unpopular eoonomio rafom BBaauroB 
iMrta p r od no a d a paTUhmeioal orlsia In taiuan (paga xc^* 

■aMLtlHitKndlnf; China*f advanoad internal diaorisaniBatlon, the Ohinaae 
OoTflXtBoaitt ia oontlnulne to aaeart praaaura f<»’ prafarontlal trMtaant of 
Ohlneaa in SImb (paea S;* 

Itatahflltopttblieaa nagotiatloaa my raeuna about 1 Iliovembar (par:a U) • 

A raviaad Freneli polioy towarda Zndoehina mar ba oarrlad out by ^ 
na^Ay appointed Franeh Conniaaimier (page Xl)« 

Ihe Rnnnaaa Oovamnant'a diffioultiaa nay be aaaed by ti» poaaibla 
oapitulation of a large opposition group (paga]l)o 

ProblaiM of the Japanaaa Polloa Syateia — Sea SIKSflOH III (page U)* 


Approved For Release 2001/08A 


SECRET 

3j^J&H5lA-RDP 


-RDP79-01082A000100020037-8 



Approved ForiRelease 2001/08/26 : CIA-RDP79-01082A0001 00020037 

SECRET 



V 


sBOTsoit n« jmn anmm n apscznsD aiuuui 


^vm immnm W <aU of ottan ihroad 

•Otf it toMlfiitfaff ■trittiwit tfforlt to tettMr tht stlot of «feptii»ot 
itt b ta tactilit «M«i htm rtttfltly tlntptd* ffa» OB PtUtloal AMser la 
Mq^ rtporti tktt Nkittta kat ladiottiO itt tUlinenoss to toko tpprool* 
oMi ootW o tMrtlla ptrihiin trtm Jtpta «ii la tora it pMptrttf to tllootto 
tthtttnHtl of tat oottoa to' Jtpta* AdditianalXy, Mdttea is 

latwoottA la **^f(***|t itt oapital coodt rt(|BirtBeatB from Japta la rotom 
for oortoia mr atitrltlt, pria<dptlly rtir oottoa. aad jute^ m oell mS 
Ittttior* liidM tad aitt* 

At Urn 99m tiat» the Rethariaado and Xadonaela are reported to have 
tfraed to tay aeact ymr a aulbstantlal quant^lqr of oottoa textileo from 
A^iaa* Xa vetufa^ dli^aa edU rooeive robber^ bauxite, salt, tia, Indaetrial 
ttaaieal8» hides aad tkias, drugs and luuber* thulesB Japanese ejpwts of 
oottoa tsi^lst spurt elldiin ^ latter part of 1948, it is believed doubtful 
that Jkpan oaa attain export goals for tfis year* Moreover, the poor sales 
of Jspaaeoe oottoa textiles beoause of the planned eiqyhaBia on expert of 'ttd.e 
oosnodity are eald to render "uncealistlo* plans to raise Japan to a viable 
edo nomy vdthia tiie asoct 8 years* 

cadaieee-.e i iB w e e friction oontiaoes *B* 


Ibtalthstandlae Ohiaa^s advsneed internal dlsorganlsatton, the Chinese 
Oovemnsnt is ooatlimtec td exert pressure for prefei^tial treatment of 
Ohiness in Siam* 81ao»8isBSBe friotlon stems from Chinsse iasistsnoe upon 
the malntenanoe of t_(l ) Chlnoeo language sohools in Siamj (2) political 
groups auoh as the BITi (S) a larga Chi^se Iradgratioa quotai and (4) aon«» 
iaterfsranoe in Chinese rioe milling enterprises* 

fhe temporary iattlenent of the Chinese sohools quos'tion s^pears to 
have been a partlaX vietory for Uie Chlnsae* On the other hand, Siam hae 
formally turned dom a Chd^se demand for a "pronqit and full reply* to a 
note requiring infomation oonoeming the arrest and detention under the 
aati-eeoret eooie^ lax of so&m 200 Ghineae* It is doubtful that tha Chinese 
O ov enm eat sill let this issue diet end it is also doubtful that the Slanoee 
aotioa will break vp Chineee poXitloal organisations in Sian* but rather vriLU 
tenqiorafily foreo them underground* The iseue of Chinese irmigration is an 
aeademlo qoestloa sinee it is probable that illegal Chinese inedgrants out- 
wnfeer le^ entriee* fho Siaasse eurrently are attempting to loner the 
a nnu a l Chineea quota, but beoeuise of nidespreod oorruption among border guards 
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GBICRAL (oontlnned) 

«ad SiaBigrmtio& offioinlSf it is not sxpeotsd tliat ths aotoel znaniber of 
Chinese entries sdll be reduced* 

Ihs tarwid tonerds eoonoiBio nationalism OttrrentC.y eadiibited by the 
Sisaese Gover nme nt is aimed {primarily at the Chinese hold on 8iaa*s eoonceiy* 
A reoently initiated goveruuiuut regulation designed to mxiaiee treoeury 
retonss f ron tiie sale and nlllixig of rioe hit the Chinese partioularly 
Imrd sinoe most lmpoi*tant rioe dealers and mill owners are Chinese* The 
reeent olosure of eoins 400 qIIIb by the oensrs was ostensibly unde rtaken 
because of redooed profite* HoneTer* it is likely that the shutdown is 
aotually a Chinese inspired strike against the polioy of the Siamese Govern* 
ment and is an excellent example of the ability of the local Chinaee to 
exert eoonomio preasare to further their interests* 
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JAPAH 

PoaBlblB tread for Japanese GoYeroaegt^s morg rlgorouB Commimlat policy. wB" 
Shi Japanese Govenonent appears to be deald^ store rlgorotisly vith the 
Japan Conamiist Party (JC?) than It has heretofore, as a cotmteraeasiire 
to the ooastant oonsnaiiet pressure of actirll^ in political, economical, 
educational and cultural fields. 

Conservative elements In the Ashlda Govemstent welcomed the no«> 
celebrated MacArthur letter of 22 July on which was based the Cabinet 
order prohibiting strikes and collective bargaining on the part of 
govemstent officials and emplc^eso This ban liad the effect of limiting 
JCP effectiveness in Idi© critical communications and railroad unions. 

In mid-October, after the attadc on coiammlsn in the labor field, the 
government throufl^ an Education Ministry Order prohibited political 
activity in schools and universities. This measure v«s again aimed pri- 
BBTily at the JCP« On 20 October el^t oommunist students rare expelled 
fron Normal School for f alltire to observe the ban on political 

activity o 

The ofxning to power of the Yoshida Government, representing the most 
conservative elements in Japanese politics, would appear to promise that 
the Japan Communiet Parly nay anticipate even more severe restrictions 
in the future o The Yoshida Government representing only the conservative 
iTenocratlo Idberal Party as contrasted with the Ashida Government's 
"middle-of-the-road" which was dependent on the somewhat leftist Social 
Denocrats, will feel less restricted in its dealings with the JCP. Ran- 
dom confirmation of this feeling is reflected in the decision of the 
Dlet^e House of Representatives Rules Committee that no Commuaist will 
be peroitted to sit as a regular member of this committee o At present 
there is one Communist committee membero 
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ftwntM i tg Karaa appear # to hava diBP0e9d..gf 

^ 20 O^bCT, to tte solera ooaffbal tarn of loan, 
ruinnl >t Xosdorp ih a- Kcarean CoiMtalwilary unit selsod the araory and 
led a portlflO of the troops in an attack against the town police ^ Con- 
etaboOaxy offloere* Froa the inteir^tiouh of 

bdpmM hmt mar of then TTere told ly the ring leaders that they mve 

a p^ce "revolt" or that they were being Issu^ ^8 
a<ipiy in preparation for a Bchednled fflovenent of the unit to Che^-do- 
Cholla*lbado is historically an area of depressed tenant fanneirs mo&ce 
toeard the police and siMooptible to (Jonnunist propaganda pie 
leaders <rf the revolt were able to exploit this feeling to the extent of 
gathering a mob following of some thrM to fpjnr 

teoporary control of Yoau, StmChon and several other small localities <, in 
the ineurgent»held axea loyal police and riiditist leaders were executed 
and the banners of the Soutii Korea labor Party and the North Korean govem- 
aent were displayed o Kotean. Police 
and Constabulary units moved into 
the areay and by 25 Oetobery the 
insurgents had generally dispersed, 
except in losu vMeh was under 
heavy govertaient pressure* It is 
anticipated that the task of elim* 

■ firmMTu jr the oonoentrations of 
insurgents in the Ghiri Mountain 
area vlll require several months * 

Infomatlon available on the con- 
duct of government military opera- 
tions is insufficient to permit an 
evnluaticm of the combat efficient 
of the Korean armed forces* 

The revolt nay have been 
pianwod to serve two main Soviet 
ebjeotives) (a) to lllxistrate to 
the im that the Republic of Korea 
is an unpc^nilar regime supported 
only by Police and the US A«ay> 

(however, OB troops did not become 
involved, and if OR Commission 
andSers in Seoul become convinced 
of Communist complicity in the 
Mvdlt, the incident may backfire 
on the USSR) ; and (b) to initiate 
a series of riots and strikes that 


•A" 
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25X1 C 


KOREA (Conto) 

woTild disBlpate the economic and military strength of the Republic and 
pave the Vfay for the extension of the North Korean Grov8rment*s control 
throughout the peninsula following the eventual TTithdrawal of US forces o 

Meanvdiilep the Rhee government has utilized the incident in a further 
atteapt to discrodlt its non-Communist opposition by alleging that Kim 
Koo and other rightists worked with the COTauniste in planning the revolto 
Rhee lias also seised ■the opportunity to increase control of the press and 
to eliminate known Communist sympathizers c 


Invas 
le as 


vorea by 
?oos occi 


vorean 


Inorobable as long as US troops occupy the area ^ Nevertheless, the inva- 
sion of South Korea after US 'broops wi'thdraw will become a probability if 
a Communist attempt to "unify" Korea by means of a bloodless coup is 
unsuccossfulo 

As early as Mardb 1947, and again in February, March, and April 1948, 
reports were received vhich presaged an invasion of South Korea by the PAo 
Since pre'viously threatened in-vasions in ©very case failed to materialize, 
such threats have not been the occasion for alansso However, such recent 
e'vents as the So'vlet withdravi/al from Ncnrth Korea, communications improve- 
aents in Noz*th Korea, movements of PA troops to areas near the 38th 
parallel, reported mo'vement of elements of PA Third Division from Manchu- 
ria into North Korea, and PA combined maneuvers all point to preparations 
for armed conflict with the So uth Korean Government Tfaea Soviet withdrawa l 
from North Korea is complete <> 

Communfs^agcnt^nav^Deen^l^cte^t^Tatcns^^y 
disturbances in late November for the ostensible purpose of fadli'tating 
an invasion of South Korea in FebiMary 1949© Al'toou^ the promised Inva- 
sion will probably not materialize, it is being used as an inconti'vs for 
South Korean Communists to precipi'tate such disorders as the Yosu upris- 
ing vbich will serve to bolster the Soviet position in the UIv’ discussions 
on Korea in Novembor, 

Xbfl-£ai 2 ublio may soon be faced with a new crisis on the national level s 
The IQlnister of Agriculture, a former Comunlst, has seriously delayed the 
grain purchasing program to a point indicating deliberate sabo-tage. Suc- 
cessful collection of grain this winter is a pre-requisite of economic 
and political s'tabillty in South Korea next spring and summer. 
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^ qWjl} ^ ooaotd<4 Manohurto to ^ CoKunisto 

•Bd hi* trdtroA tho •MouatCob. o^ kii troopa fro® MiduMi via tto* roomtiy 
Myterod port T ln g inwi , Bioso Hatloiiudiot uait* now In the flilnlltaa 
•ron tdli tiy to*drivo tlaroag^ tiM cnthorinf OcwBiaiot f oreoo nzA 
rotok C irinh t t tut tli^r hten littlo elianeo of faoooodlng unXtan tbo 
CoHMi&oto ol3oir ^Imb to pnon throuct no tbo prloo of a quiok Connunlst 
tooupntloB of ttikdUB* 

&i ehian pfoptr n r mmmd CoMuniot ttroat is buildinc up in 
tiM Ito o t i n t MTtm tim Gonunlat aoooult on Sniynnn ooatlnuod ul th 
rmnrt Ourftfi^ tteit m Aloohan aay bo r oaijy to go over to tho Caonnmisto* 
Cootmi Old laot China roaaiaod rolatlToiy quioto The Cosanmlsts 
have oooupied CiMBchalan end elaia to hare taken ormr K».ifeag» follow** 
lag lationaliet witbdrawala from those oitlos* The morale of Katlonalist 
tfoope at Hsuohott is said to bo eo low as to prejudioe any effeotire 
rosistsnooo 

Xho appoaranoo of sowMral now Coonunist forces l^nrther inoreases 
the soriousneso of the nationalist position^ Qao new force of some 
40»000 has bean reported in -the arof south of Tientsin* adding to 
the tSQBUOusness of the Katlonalist hold on this rital but lightly 
held pointo A nssr colunn also has been fonsed from several irregular 
units in the Tsiacteo area. This oeluan* called the New 14tb* oan 

other Coaaunist units in eastern Shantung* released by the 
oeoupation of ClMfoo* and begin harassing the Isingtao perlBetefo 

A reshuffle of tto North Chiy. ndlltary coamand resulting in "B* 

the aboil tion of the North China Conoaanist<*8uppre8sl(m Beadquortere* 
the trsnefer of Oen* m 7so*yi to Kalgan* and Oen. HEX U^^huang to 
a North China oottoand appears likelye This ohange probably reflects 
fO*s deteraination to Move his troops Intaot to his old base in 
Suiyuaa to avoid boing trapped in the Peiping»Tientsin area* 

<«hina defense plans are being laid ky IBsangtung Oovernor "B* 

T«Vs SOQNG* who seeas oonvinoed that In^taUe changes in the 
National Govemstent will come soon* SOONO pi«»w to supply anas and 
aanuttition for troops ooaaanded by Gen. CUSHG Chlen who is now in 
Canton proparing to train and develop a foroo to defend ihtnan* Kiangai* 
Kwsnghmg# ICwangsi and Sbkiene The Ibmngtung gpvemor claims to 
have aore aras than lie osn uee* including 2*000 Bren ^ans obtained 
from Canada and a large quantity of aaohlae guns amd small anas 
aarnnl tion fron fTonoh souroes* 

Plmtts to turn S h a nghai over to the Comaunists are reportedly "B" 

being disoussed by CcsBraunist represen^tives and ^ Tueh^sheng* 


w 
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poMrfUl uatarvtrld l m 4»r 1» ttet ciiir* M atfeMpt bgr 'Um Coauaista 
to Mlist tll*a inyMrt ba a Tory ahriMrt anva* lha lattar ia 

aatafpBlatle ta Iw aaaatitatad aathei^ttaa far iapadisg hia -tariotaa 
aatltitlM aaA for tiM raaaat arraat amt laprlacanMBt of hia 
aoa. Althaai^ tiMl Oaaaaiata aay not ha raa4f to b»to on Shaaghal 
ftr aararai miMMi 1I» aaaya r atlott of T8*a arall^orianlsad uodoniDrld 
fareaa aaold aaaoiiamahly fheilltata as avaatoal Coaanniat oooupatiw 
of that aitgr* 

Taaertajt fkuuam i n Chlnaao Matly^ tk^mnmmat aay ba 
eauaad Igr offiatal aaid popular aaaraoaaa of ila nilitary and aoonoaio 
aaaknaaa* A y a nibla aarly daralopaant ia tha dapartora of CfilAMO 
lai-ahak ahl^ oitht bo oooaaicmad tagr Xaoad&tang polltloal atratogjr 
or by oTort praaaorea asainat tho Ooromawato the adTisablll’ty of 
CEIAS6*a ratiraaoat haa bam dioousaad raoantly by Kuomintang laadare 
occupying Tarioua goramaaontal positiona. Sho^d CBIANG be forced 
from power tha auooaedlng govemnent* am If beaded by arowod reformers 
such aa Yioe Araaidant LI 7oung«>Jea« probably woiULd be even weaker 
than tha present regime* It Is unlikely that such a new goremment 
would ba able to oemwand tha support of rarious llhaapoa generals* CO 
ollque leaders and otiiar key groups in tha Jbiomintang and the admin'* 
istratioa on which CSldNO has long depended* TeV. SOORG and other 
powerful administrator • would tsnd to look primarily to their regional 
intorests* as would the rulers of warious outlying provinces * Any 
new government llkawlso would be unable to nako favorable truce terms 
with tho Cosnunista and* therefore* mlj^t accept fao<K>8avlng plane 
for oreation of a Conaunist»dominatod coalition regimOo 

Tha Cnsmi, mists oontlnuo to plan for "coall^on govemmmt* " 

The Communists* aeli<*statod ^new poiitimi"oonBultatlve ednii^arsnos to 
formulate plans for a coslitlon government^ has attracted a mission 
from the anti ‘•Nationalist Jbusnintang Revolutionary Comnittee in 
Bong Kong* and it is possible that a XMCRC Army will be formed* under 
Ooaraunist control* to promote Increased defection of Nationalist 
forces* A "ooalltion government" of the Communists* the KUIRC* the 
Oemocratlo I«eague* and other dissident groups would be advantageous 
to the Coaanmlsts in that it would offer a s omaMhat less distasteful 
haven for wavering Nationalist elementa than oould a totally Consaunlet 
government* 

However* such a ooalltion does not seem likely as long aa the 
current of events in China eontinuea in ita present course and velooily* 
for* at the time at which these plans for ooalltion aure oonpleted* 
it is probable the Nationalists will have no alternative to that of 
Bttbmlttittg to a Coamunist-dondnated "coalition government" for all 
of China* It therefore seems most likely that the Conmunists* together 
with the varioue dissident groups oriented towards them* will continue 
to develop plsns* through the politioal oonsultative oonferenoe among 
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other SMsia* for a goreraaant for all of China* and that a fraateirorlc 
will he eonatruoted to acconodate those resmants of the Jfational 
Ooremaent still desirable to the Conanmists at the tine of final 
Katiooaliet oapitulation* and that it iiill be this framework which 
will be proolained as a '^coalition gorernmant,** 

ChiM*s iMsr eurrenoy* the gold yuan* is collapsing as indications 
aonear Idiat the Chinese Gorenunent plans to unfreese August 19 
price lerelso The two chief pressitres forcing the GoTemment's hand 
are the acute food shortage in major oities and industrial Oitrtail- 
Bent due to the lack of raw materials. Prioe differmtials of agricultural 
cooraoditles in rural and urban areas, caused by unchecked price 
increases approaching the July rates in the former and price controls 
in the latter, have prevented these oomraodities Arom moving to the 
cities. An in^ortant break in the August 19 price level has already 
been made b^ the Nationalist Amy idiich is authorized to procure 
foodstuffs at the prioe asked. Although ineffective controls may 
again be attempted, once the present controls are relaxed it will be 
difficult, if not impossible, to undertake them again. 

The necessity for inoreaslng U.S, aid to China has been "C” 

urgently stressed this past week b^ both Ambassador Stuart end China * 
Aid Director Lapham. Insisting that present and planned measures 
are Insuffioient* these officials urge all-out aid to China limited 
only by our national resources end cammitments to other countries. 

**The Ainbassador's proposal is to meet the presrait crisis by telescoping 
the entire commodlly program, soheduled to be spread out through 
April 1949. into the next few mouths.** Lapham* s publioally announced 
statement. sMoh was enthusiastically gre«)ted by ths Chinese press, 
urged a long-range program witli annual appropriations in excess of 
the present US #400 million. 

Reaetioa in Taiwan to stringent Government economic controls has "B" 
precipitated a psyohologioal orisis there and Indicates the situation 
is potentially dangerous although there is little active hostility 
at the moment. Commodities and all blaok-omrket prices have more 
than quadrupled since September 1. offering Taiwan extremists, 
particularly pro- Japanese groups, an opportimity to provoke the populace 
into an Inoident to embarrass the Government. Governor WEI Tao-mlng 
charged the National Government witli ordering price controls for 
Taiwan while he was in Nanking, thereby precipitating a crisis 
among the populace who previously were seemingly unaware of oritioal 
mainland conditions. 
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^ and R fHti hIte a Tw pmwra to r^tvm fl6gobiaUon« , nie RapibllBan 

Cwinovy •ftor oonsidaraibXa ppoaaixro Cron Soetoirno md Erandar 

hM fonaaUjr aooaptad the IlS draft asreeotaQt aa a baeis upon iiixleh 
to reacBM n^iptiatlone aith tiw i>uteh« Cartaic siinistars trare reluetant 
to aooapt the pl a n alnoa Duteh aeoaptanea io baaad eo piropoaed asandi&Biita 
idil^ osbstantiallj altatr the US proposal. It sould ai^saar, hoaravar, that 
Ooalpuno and Hatta ara praparad to ataka thair pdlitioal fat<u*e on the oat* 
eons of liiat nay ba the final rotmd of UW Ck>od Qffioaa Cosmittae nagotlatlrnia. 
uthoush the Rapobllo's aoe^Aanoa lata glTan a lakaHam iraLeonaa in Tha Hagae^ 
it la new asqpaatad that a final ajs|n*oival by the Dutch Cknranunaat ba 
raealTad in tine to jraaona negotiation about 1 Rwrenber. 

IMDOCHIMA 


•Bit 


Hct Rfaneh Ccaadaalopar aes^ lapleiaant revised Freneh policy , iiie "b** 
naoasalty for the early ratam of fwaier Annaalta anpefrop Paa tifti fa> 
to head the Fraadi*ap<msored Viatnan state has bean recognised in raeant 
atatauents by Frendh Qovarnnant officials and in discussions of the pBrcblaa 
ii^ha Traneh press, nramisr '^uauiUe* a ehiaf assistant on the Viatoasiase 
proelaa maintains that the as-anqMror mast ba "pawided with affective means 
to mocaad” and is ivglng the Framiar to aaoure Cabinet aoeeptanea of a g«»* 
sral plan for meeting rnlniwiMii nationalist desiands as woU as a program of 
asonomio and milltazy aid* This oonsidaratiMi of a definite poii^ coincides 
Pith the appointment of 1.^ Pignoo to sueosad Bollaart as npench nigh Cera* 
■Issioner for Indochina. II, Pi^on, rfco is eensidored as able, intaUigent^ 
and a non-partisan earaar civil aarvant^ has had many y^urs eocDerienoe in 
ths adadnistratiott of Indochinese affairs. Ihasinioh as Bao Dai anpaars to 
ba demanding greater ooneaaalQns than Ho Chi IHnh received frooi the French in 
the 19tio negotlatioii8y the success of a new French policy and Fignon's ad— 
Biinistratloa in Indochina may depend iqMn a reconciliatioa of Bao Dai's 
demands with French Mvereigity. 

BCRim 

Cei>it«JAtiw of 3yge opposition group would ease govwnment's diffi- "b" 
cultle^ Recent negotiatiems t>etween BurnMSO Ctovemment offieiais ^d’nm* 
bors of the rebellious 'Hhlte Band" Peoples* Volunteer Organisaticn (PVO) 
indicate that the latter may be ready to cocoa to tarms with Uia Goramment 
and reunite with the Antl-Paaelat Pandas' PTeadora League (AFPFL)^ tioe Corera- 
iBMit Party. A FVi^ capitulation at this time would greatly ease the Govern* 
ment'a bu^ens because it would neotraliise one of the largest groups in armad 
opnosition to the Gor emn a n t and may lead to the rathm of P70 deserters to 
the aroy. It would also coean that ^e Commanlsts would remain the only enjor 
•ffeetivaly (urganlsad group in open z*eibellion. A PVO surrendar^ however, 
would not maaLn a i^peedy return to law and order. If they do surrender It 
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BOWtt (oontinud) 

will rrcMblgr b» bMasM oft (1) dlsaiJTwliitMnb at not swiftly irlmloe 
tiOMT and powlUeii; (2) tba rigoro of aoetendad suarrlUa Ufa, and (3) 
faar of tha fkmnnmVw nlUtazy foroaa. noaarsr, it is not UkcOy that 
FID ’imOmw htm glTOa ap tholr aabltionSf and if they are taken book into 
tlM A FPPL and tho O orar a wa at ylt eaa ba eocpaotad that they will tom on 
tlM fkmmmot ti an iwertuna aKxnint. Fmthannore^ a PVO aurrander ptrcibebly 
wonld not ba biadljig qpon oangr of its aaobers with tha Coonmlats ary l 
ottnr ijnOaaa Aanaita^idll eontinua to haraaa the Goaemment. 

Another etnplieation is the possible siffeet which a FVD-AFFFL xopprocbe- 
Mnt nay hanra opoo the Karen minority problim vdiich is still a very dalieate 
isaoe* It Is possible that it will result In a stiffening of the Eiaren 
attitude on the matter of a separate state beoause they have oonsistantly 
feared that slnee there were no great ideological differences between the 
various Bumsn groups these gmxipe would evwntually unite and eupprees 
the Rarane* 
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sjiiOTioir 111* xnoKST of mmow stuoxbs ahi} ‘ssmikTss 


PBfl»I.WS aE> IWB JAPA1IR3S STSfPm 

!I!h6 stiraoVore eod the soi^e of qatborit^ ef the Japanese polioe 
ejpetra have he^ draetioollF reorsoniaed hy the pses>aga of recent legla** 
l&tioiu Ihie leslelation* in particular the Folic# Itaw, provides for a 
decentralized orgaaiaaldon delegatixig police responsihilit^ to all snini- 
cipalitiee vdt^ a popnlation of 5*000 or aore$ the formation of a small 
indepeadent national polioe force for rural districts* vith no eonaaad 
ohannele hetveen the l^ational Rural Foliee and local polioe except in 
time of national emergency; the establishment of popularly controlled 
eoismlseions to direct the polioe; the limitation of police functions to 
maintenance of public safety end order; and legal and prooedurel guaran- 
tees* including safeguards against o presslre poliee methods* Vhile tibe' 
pattern of a demoeratieally controlled poliee foroe ham been established* 
many fsetors oombine to raise the question of \iiether the poliee as 
constituted as present can eff ^tlrely maintain public order, fhe major 
problms revolre around eoordination of local and national poliee opera* 
tions* the maintenanee of adequate reserves qf men and eqtiipm«»it for 
SBsrgency situations, the f inanolng of monioipal polioe forees* and the 
ii!^OTeoent of poliee equipment and training* 


Summary * PR07d^4S OF THS J-APAMSS! POZJGS 
BtSTEM* 

OSH lib. 3^*5^ 8 October 19^ 

COHnMCIAL. 
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